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[Edward L. Morse, Citigroup]
OPEC will almost certainly decline in relevance due to changes in the structure of the international energy market. Technological advancements will make  big difference. Oil prices will test the cost of producing oil around the world in the next few months. Global economic growth remains sluggish, much of the slowdown is occuring in emerging markets, developing countries - Russia, PRC, Turkey. Still, low oil prices may spur unexpected economic activity. GDP growth will probably cause less new demand for oil than before, as GDP growth has become less energy-intensive than in the past. Shale revolution in the US will continue, and will have no signs of decline for at least 6 months, then lower oil prices may start kicking in during the 2nd half of 2015. US production growth will slow 200-300,000 bpd by the end of the year, however. KSA continues to have marketing problems, increased domestic consumption and refining capacity. Losing market share considerably, particularly in the USA (45% loss in a year). Have found it difficult to market the crude elsewhere - European refining complications, competition; also big losses in PRC. We think the market will be more disruptive - new pipeline structure from Canada to Gulf Coast may muscle out Saudi and Venezuelan oil. Iraq and Russia are increasing exports. $400bn revenue for OPEC countries this year, estimated. Oman, Russia will take decline of revenue hard, but we don't know exactly what will happen. During the Iran-Iraq War KSA/Kuwait lowered oil prices, possibly spurring Iraqi invasion of Kuwait.

[Ana de Palacio, ex-Spanish Foreign Minister]
Common market for electricity and gas in Europe is far past its deadline. Energy policy in Europe has been hijacked by environmental policy since 2008, at the risk of competitiveness and energy security/security of supply. Supply is the biggest problem in Europe - 90% external dependence on oil, 70% in gas. We need to look into shale - it won't be as important as in the US, but we should still be looking into it. There is no interest in exploring shale, however. Europe needs to balance ideology (renewables) and realism. Industrial energy in Germany is triple the cost of Louisiana, on average energy twice as expensive. Spain bet on renewables, creating a $30bn defeceit. 2.2 trillion euros need to be spent on renewing energy infrastructure in coming decades, but at the same time Europe is closing combined cycle plants and other infrastructure projects. We need to find a better balance between private and public spending on these projects[?] UK has a better model, betting on nuclear. Since nuclear is a big investment, they have proposed a fixed price. There is no real common energy market in Europe, pretensions aside, as decisions are made on the national level. Germany did not consult anyone about moving away from nuclear, despite the huge implications for the European energy system as a whole. Russia, and to a lesser extent Algeria, are supply risks to Europe. We need to stand together to sanction Russia, there is more support in Europe than it is given credit for. We cannot expect a success story in Ukraine tomorrow, so we're in this for the long haul. WB/IMF criticisms are unfounded [what are they?] Geostrategic implications should give more pressure to getting TTIP accomplished.

[David L. Goldwyn, Goldwyn Global Strategies]
Energy security is not just oil security - in the US it includes stability of the grid, resiliance to disruptions, etc. More holistic. We cannot talk about ways to increase domestic production without factoring in enviro. Polarization in the debate of energy vs enviro is causing paralysis. We still need to care about what happens in the MidEast in the interest of long-term stability. We should act while we have an economic and supply advantage, which gives us more flexibility in terms of IR policy. We need to invest in infrastructure, both a smarter grid and energy transportation infrastructure - pipelines to the northeast, south, east-west, etc. Much will be done by the private sector, but USG can help expedite this. Integration with Can/Mex. provides a lot of resiliance, emergency supplies. We favor a revenue-neutral carbon tax, easiest to do politically, a market solution to pollution. Need to spend more for R&D for bottlenecks, namely carbon sequestration and battery storage capability. We cannot wish coal away, so we should deal with the emissions. Low price cycle is a big boon to our foreign policy. Should liberalize exports of natural gas and crude oil, particularly the latter still. We need to join the global economy on the way others do. Since the cost of lowering it is at the moment very low, we should do so now. Gas prices have nowhere to go but up, but we can moderate it if we are participants. Need to spread knowledge of shale tech and regulation abroad, particularly in Europe, as well as Mexico and Argentina. Natural gas, not renewables, will be responsible for environmental gains in energy consumption in the next few years. Venezuela's "pending implosion" will put a big hit on CenAm and the Carib., we can help them convert from diesal to use gas, LNG and renewables. Africa will be helped by low gas prices. Asia is very insecure from an energy point of view. Could sell Asian countries access to Strategic Petroleum Reverse, for a price. PRC alone has meaningful reserves. An Agency cannot lead these reforms, it requires something from the WH to change our energy strategy.

[Q&A]

AP: We are hoping the US makes a decision to export as soon as possible. Even if effects are not felt for years, it will have huge symbolic implications. Anything to get away from Russia, Gazprom. Gazprom owns almost 25% of the storage capacity in Germany.

EM: [PRC?] The Chinese economy is being directed to increase efficiencies, particularly regarding coal. Low prices are not going to effect the trajectory on Chinese coal demand, which will peak by the end of the decade. Low prices will effect product mix significantly.

EM: ["Unrecoverables"?] Shale is already doing this, to a degree. Recovery rates have gone up significantly around to world for conventional resources, gains of up to 25-30%.

DG: We are not going to reach 0 emissions for coal anytime soon.

AP: [Kickstart EU shale?] We need a way to reward the owners and all those who are effected by shale production. Many Europeans don't really know what the cost of energy is, particularly how expensive renewables are.
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Electric vehicles are coming in faster than hybrids did. Cost-reduction of green tech is a major DoE priority. These programs are central to achieveming policy objectives - as lower prices makes environmental regulation more palatable for Congress.

Mitigation - ARPA-E, created in 2009, has been very successful, and today will be putting out $125mn for novel tech ideas for low-emissions devices. Liquid-metal batteries, financed by DoE, just went commercial. We get a lot of interesting ideas in these thousands of applications. Solyndra aside, our investments have made huge gains.

We will be working hard with PRC to expand in scope and scale our direct tech cooperation with the Chinese, including moving forward jointly, and will invite other international partners to push the edge of sequestration technology. We had high-level economic dialogue with Mexico and Canada. Trilateral sharing of data and integration of energy infrastructure. Reforms in Mexico are very ambitious, will allow for greater collaboration and integration with the US. Electricity reforms often overlooked in Mexico.

European energy security is the collective energy security of allies and friends. We have a serious interest in the broader energy security issue in Europe, has huge geopolitical implications for us.

Fist installment of QER should be out in Feb., will have good review of energy infrastructure in US and North America, as well as issues that need to be addressed. Petroleum reserve badly needs modernization, partially because the changed geography of production in the US means new distributional capabilities are required. Smart grid electricity delivery system needs development. We have huge congestions moving both oil and coal (Midwest) due to railroad limitations. Inland waterways are in terrible shape, despite their huge importance to moving many commodities.

Q&A

[Low oil prices?] We are trying to put together a picture as to what low oil prices mean - at least initially, it's a boon to us, both consumers and manufacturers. If this could help get the European economy going, it will feedback to help the US. EIA expects increases in oil production in 2015, though tempered - 9.5mn bpd from 9.7mn bpd, thereabouts.

[Biofuels?] DoE continues to invest in biofuels. We still import 7.5mn bpd, despite all our gains. We continue to have a very strong focus on reducing oil dependence, next-gen biofuels are a big part of this, but costs are still too high.

[Lithuania] We have approved 5.7bn cubic feet per day of LNG exports. Building export facilities in the US remains the biggest problem, first should be online by the end of the year or early 2016. Still, years before substantial infrastructure is ready.

[Nuclear] Gestation time for new nuclear technology is a very long process. Our main focus is on small modular reactors built around lightwater technology - baby steps. Hoping to have these deployed around 2022.

[Fuel cells] Lots of progress. Reduction in costs have been pretty dramatic. Toyota's fuel cell car still expensive, but massively cheaper than thought possible a decade ago.





